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SECTION I* SUMMARY OP PAR EAST TRENDS AND DEVELOPMENTS 

The Kremlin my be prepared to fordetall TOGAreeognitien ■«* 

Korean rerim by proposing a "federation” of the two competing National 
go”^Hp4»W President Rhee h... undertaken dreetle oeunter- 
measure o against forces opposing his government ipage « /» 

Serioue Japeneee trade dimeultie. are bales oaudedby ^ iatereet 
(page 8). A oliiM* ie approaching in Japaneee ^Biolacivo efforto ^ 
delimit trade union rights in the olvil service (SECTION III, page 1«)» 

In China the military eituatien of; the Sattonal Oe TO ri»ent haa hae«» 
exceedingly oritioal as the result of rWt defeats (page 7U J h ° 
Chinese Comnunists are emphasising urban kdministratioh 
TZ to take over large cities (page *?). »• bf 

Sinkiang between Chinese offioiale and pro-Soviet dissidants my soon to 
resolved through Sino-Soviet negotiations (page *)• I^a^ of ths Kail - 
coal mines to the Communists would sharply ourtaxl Rationalist China s 
dwindling industrial oapaoity (page 8)o 

In Siam Premier Phibul is demonstrating his ability ttt strengthen his 
position (page 10)« 

In Indochina the french appear to be preparing for another 
offensive (page I0)o Meanwhile In Paris Ambassador ^%^ lt0P|lted 

the US position . regarding specific ECA aid for Indochina (tsage 10) a 


W Mt I n succ e eding seo&onT^f ttoT We^ST^Sn^aSang marginal 
notations fer® used* 

(1) D6uble asterisk (*>*) •‘-placed at beginning and and of 
information based solely on ”S/k distribution series = 

(2) Single asterisk (*) —to flag item containing M s/s 
distribution” series o 

(3) "A” ”B W , or "C° -“importance, in b/fE^s opinion, of the 
item, with "A" representing the most important oneso 
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8WMMCT (continued) 

the Republic of Indonesia appsare to have been successful in it* 
military drive against CcMoftiniat (page 11 ) 0 Ihe acceptance of the US 
plan by both the Dutch and Indonesians paves the my for resumption of 
GOC negotiations. 

In Burtta tension between Bunttans and Karens is increasing (page 12)* 

An adverse reaction is expected in tl» Philippines to a US decision 
to disband the Philippine Scouts (page 12)* 
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SECTION II. DEVELOPMENTS IN SPECIFIED AREAS 


GENERAL 



The Soviet ON delegation my mice a oonoiliatory proposal when the 
Korean problem is presented to the current UNGa session* It Is considered 
probable that the Kremlin is prepared to forestall UNGA recognition of the 
South Korean regime an ostensible concession in the form of a proposal for 
the "federation" of the two competing Korean "national" governments* The 
Kremlin doubtless has had no illusions that its elaborate efforts to match, 
step-by-step, the development of a new govemm&nt in the south oould 
suoeeod in seouring TIN recognition for its puppet regime in the norths It 
is more likely that these Soviet moves were so timed as to assure a good 
bargaining position in the forthcoming UNGA discussions of the Korean problem* 

A Soviet "federation" proposal would be difficult to ignore and would appear 
sufficiently conciliatory to inoline many member nations toward delaying a 
final UNGA decision on another delicate situation in which it cannot 
effectively intervened Should this pqint of view prevail, iho Kremlin would 
have sucaeodod in forcing The UN to aooord equal recognition to a govern- 
ment created in defiance of its resolutions and to one created under its 
auspices* Ibis would have a severely damaging effect on the domestic 
prestige of the infant "Republio of Korea" and would leave the Soviet 
position unim paired since there would be almost limitless opportunities for 
Soviet obstructionist tactics in any subsequent negotiations on the principles 
and procedures of '’federation*" 

China *6 relations with other Far East oountrieo B B" 

Greater Chinese interest in promoting cordial relations with Far 
Eastern countries and in oloaor alignment with the US vis-a-vis the USSR is 
indicated in rebent statements by two National Government leaders. Foreign 
Minister Wang Shih-ohieh and former Premier Chong Chung* The Foreign 
Minister at the UNGA in Paris stressed tho importance to the Far East of a 
free and united Korea, and praised, the US and the Philippine? for granting 
do facto recognition to the southern Korean regime* He warned outside 
ooun¥i ; aes not to interfere with self-determination of the peoples of Asia, 
at the same tiros pointing out Asia's under-representatioa in the Security 
and Economic and Social Councils* Chang Chun, in a public statement on his 
return from Japan, approved SCAF's policy in Japan and assured the Chinese 
that Japan was no longer a military or economic threat to China. He urged 
the creation of on Asiatic eoonomio bloc to include Japan and the early 
convocation of the Japanese peaoo oonferenoo* Though speaking in no official 
capaoity, Chang has been considered as acting as Chiang Kai-shek's alter ego 
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QSNBRAL (continued) 

and his recommendations regarding Japan represent a significant contrast 
to the vehement anti-Japanese feeling so frequently manifest in China, 

Bo waver, herr ing greatly increased immediate OS aid, continuing aabcrlora- 
tion in Nationalist China increases the vulnerability of the National 
Government to Soviet overtures to mediate the civil war and tends to 
neutralise any positive and independent efforts China may males in foreign 
relations s 

Naw Siamese policy vista-vis French Indochina, lapiortsntgd 

The recent visit of a Siamese military and friendship mission to 
Saigon has apparently resulted in a new Siamese policy of cooperation with 
Prance vis-a-vis Indochina* Although support for Indochinese 
m&nta in Siam was withdrawn after the assumption of power hy the Fhibui 
regime* little was done to inhibit the activities of these refuge® groups* 
Since 1*0 return of the mission, Hdwever, the Siamese police have been 
ordered to deny the right of re-entry to Indochinese refugees who le&vo 
Siam and attempt to return* Moreover, the Indoohinose refugees are checked 
at several different places after* crossing into Siam and now are expressly 
prohibited from holding demonstrations or possessing arms* Since determin- 
ing -who are new and returned refugees is difficult, the implementation of 
these new orders may result, iat the exclusion of all now refugees from 
Indochina* In addition, Siamese polio® have been crossing into Lao terri- 
tory, apparently with French opnaent, and are reported to have stopped 
several food shipments to taotian guerrillas across the northeast border. 

The genesis for this new Siamese policy probably comes from Slain* s 
premier, Ifershal Phibut,. who is reported to bo expecting Prance to return 
part (Lanohang) of the areao retroceded to Indochina by Siam in 1946, In 
May 1948, Premier Phlbul publicly announced that Siam had dropped the 
question of ownership of the four disputed provinces which Sianvlpbk by 
military aotion and Japanese assistance in 1941, Ibis statement was be- 
lieved to hare been made in return for early French recognition of Phibul* s 
new government. However, it would appear that Phibul has been hbl© to 
effect a now agreement. 
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jssgasss^js agj j ^igatiaa cxa**# to OS interests era outli ned. SCAF 

cnp 1 w5S 0rt 8aleB x^Lf a P an ’' 11x886 such salient factors as: the 

2* JJ^ 00 which prohibited sales of Japanese cotton textiles In 

2; ® durin 8 a period most favorable for such sales and dollar awrSls 
opp 5 sition ^ us textile groups to sales of Japanese cotton 
textiles to other areas capable of paying dollars} restrictions on areas 
tfv+Tif?* 600 ?* f cotton resulting in incurring dollar costs for 

of i ^ ch 8X6 na rk»ted in sterling areas? efforts by US shin- 
Building interests to relate TO and Japanese selling prices of different 
quality of construction and materials; urgent requests try the US Maritime 

SGA^nnlW^ 8p ®® ificd in coimaarcial deals in spite of 

tfnrn?® 8611 F °« Ja Pa» and buy CXP Japan; vigorous protests by US 

soTd 1 ^ ^^ ln8r y _»snufacturers against the pricing of textile machinery 
fSJ It Sjf ia on 2;. basi8 ° f undercutting US price levels; and opposi- 

°f 4 J *P ane39 Processed fish into the US, including 
a formal resolution by a State legislature. 

. difficulties as to procurement of cotton and sales of cotton 

"* ove *™ ma to l*rge part tv auch actions 

JL 15 ^aaxiag syndicate loans, the revolving fund set up by the US Congress 
the occupied Japan export-import revolving fund, and the recently concluded 
areS agr9em t nts P rovi ding for sales for sterling* On So other 
«« ^°J! r ?! 6Ure , ° f 05 private 3h iPPing and fish products interests, 

SSStS J ineor ^ g hostility will be major obstacles which can 

o© expected to continue fox 8 aouio tin© c 

nMiS-lSS* 1 ? 1 ?- SCAP 8fcates that other influ ®nces preventing the full 
utilization of Japanese resources for application to Japanese economic 

cont^ibStiL«°L m S iTn ^ in8 for6ign exchan g® i n ®<®3 are: the continuous 
contributions to the Korean economy without reimbursement;' initial open 

account sales to China of products badly needed in Japan for which there 

*f. i? il + out0 J ai J din 6 311 indebtedness of approximately 17,000,000; and 

° f ^Pf 16 ® 0 re30 ' urces in implementation of the program of 
reparations removals,, 

^Z^t*** b0i ^ g made currently to stimulate Chinese exports of iron 
ore and salt so as to cut down its trade deficit with Japan. The other 

of S Jo^ emS ^ short ~ term which ^iii he eliminated withinthe next couple 
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KOREA 


It is probable that no real revolutionary 


threat exists hut that Rheo is motivated b y a desire to stifle growing 
popular opposition* In any event, his actions will serve to make the 
brewing political crisis sore acute and may precipitate a showdown 
between the opposing political forces before Koreans case is disposed 
of by the UN* Shoe's Sinister of Rome Affairs claims, by tho arrest 
of the reputed ringleaders in Seoul, to have frustrated an alleged 
rightist plot to overthrow the government. Hires leftist newspapers 
have been closed, and twenty editors and newspaper staff members of 
various Seoul papers have been charged with fomenting revolution by 
the publication of "misleading” news. 


Widespread opposition to Rhee°s policies, evident both in the 
Rational Assembly and in the Seoul press, has been spawned by his 
unpopular stand in favor of an effective rice collection bill, his 
controversial Cabinet appointments, and general apprehension over Ms 
broad constitutional powers » 

Hhea's police' action against rightist and moderate political 
opponents, suppression of the critical Seoul press, and veto of the 
Assembly's rice collection bill will only serve to unite the opposition 
groups in the Assembly who have been planning an anti^Rhae coalition to 
effect constitutional changes reducing the President’s power,. 
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The nationa l Government * a military position is "exceedingly critical" 
as a result of severe military reverses suffered during the past wdekT~~* 
Sucoesaive Communist attacks outting through the ChinhBien-hulutao area 
of the Jehol-Ltaoning corridor against the troops of FU l'so-yi and FAN 
Han<=ohieh have isolated Rationalist units, thereby setting the stage 
for their annihilation. Concurrently Communists are attacking the Kvreisui- 
Tatung sector forcing FU Tao^yi to move hie troops west to protect the 
vital Peiplng-Suiyuan Railroad thereby weakening the Peiplng-Tlentsin 
sector* Following the fall of Tsinan nine Red columns were released 
for further operations,. Four of these columns ar® now fsported moving- 
south, possibly toward hsuchouo This fore® constitutes for th® Communists 
a large strategic reserve which the Government is totally lacking in 
aiiy sector* In Sfetnchuria the GenAralisBimo ordered the Nationalist 
commander WEI U^huang to air-lift one army from Kukden to Chinhsien 
but the air-lift was not completed due to Communist capture of the air™ 
stripe WEI has also been ordered to move 16 of the remaining 20 
divisions defending Mukden south', vest to assist FAN Han~ehich in his 
attempt to hold the corridor* WEI Li-huang has so far failed to carry 
out the Generalise imp's orders. Throughout all operational areas the 
Communists retain the initiative and capability of concentrating decisive 
strength in any area without sacrificing any of their present positions* 
Some US military observers believe cassation of large-scale Nationalist 
military resistance may only be a "matter of time*" 

The Chinese, Communists ar e now emphasising urban administration as 
part of their drive to capture and hold cities* They’are intensifying 
an effort which haB been developing for Boveral months and which contrasts 
with their former program aimed at rural administration* In capturing 
cities they hope to assume control of the Nationalist urban political 
and economic machinery unimpaired by offering protection to practically 
all elements of ths population, including foreigners, providing they 
cooperate with the conquerors* Their ovm politioal cadres are being 
trained to go in with the army and keep the municipal organa operating 
effectively* In connection with their policy toward cities the Communists 
are also stressing industrial development and are appealing to private 
capital and skilled technicians whose assistance they undoubtedly need* 
Their emphasis on cities is an indication of the progress the Communists 
ar® making in carrying out a coordinated military, economic and political 
program* 

A Sino^Soviet agreement concerning Sink iang may be forthcoming* 

There are signs that the long-standing deadlock between Chinese officials 
and pro»8oviet Hi dissidents in Sjnkiang may soon be resolved by an 
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undor standing between the USSR and representatives of Gen. CHANG Chih~ 
cluing, tdp Chinese official for Northwest China, The replacement of 
Kinkiang Garrison Commander Gen* SUNG Hsl-lien, strongly anti-Soviet 
and an advocate of rule by force, by Gen. XAO Shih-yueh, a conciliatory 
"politiolan-general" like CHANG Chih»chung, suggests that the latter 
may be laying the groundwork for an agreement with the USSR. Recent 
reportB of a relaxation of the Soviet grip on . the Hi area of Sinkiang 
suggest that arrangements for Soviet mediation in Sinkiang may be underway* 
Renegotiation of the Sino®Soviet Aviation Agreement may well be included 
in such an arrangement* UU Tss^yung, {foreign Office Commissioner for 
Sinkiang who is said to be on excellent terns with the Russians , went 
to Alma Ata five weeks ago with authority to negotiate a new airline ** 
agreement. lie may also be discussing the overall Sinkiang problem with ** 
the USSR. 

Although there is precedent for a purely local Slno-->Soviet under« 
standing in Sinkiang, it is possible that Soviet mediation there at 
this time could s l) broaden into discussions of all outstanding Sino- 
Soviet Issues, including the question of coalition m th the Chines© 

Communists, should the National Government accept a formal offer of 
Soviet mediation} or could 2) be one of a series of local a greements, 
should Nationalist China drift into regional warlord! sm, 

Shanghai 8 b co al supply has reached a dangerous lpw 0 No coal ship® ”B n 

monte from th® important Kailan mines have been made since IS September * 

with the result that Shanghai's stockpile 1 b already well below the 
emergency level of 60,000 tonBo Furthermore „ no coal is expected to 
be shipped from the Kailan mines for three or four more weeks a b the 
Communists continue to block the railroad to the port of Chinhuangtaoo 
The possibility of Communist capture of the mines is increased by the ** 
diversion elsewhere of Nationalist troops from, eastern Hopei and, in any 
case, the Nationalists are incapable of preventing Communist interruption 
of th© railroad* Since Rationalist industries and power plants depend ** 
on Kailan coal for 70 % of their requirements, the loss of the mines 
will sharply curtail China 9 s dwindling industrial capacity* 

Shanghai economic control area expanded . Gen a CHIAN G Ching®kuo 9 3 ,, C tt 

jurisdiction has been extended to cover the provinces of Chekiang, 

Anhwei and Kiangsu (including Nanking), an. area comprising, interns of 
the Chinese economy, th© richest section of the country in agricultural 
end industrial production* This extension would permit supervision of 
the source of Shanghai's food and raw material supplies which recently 
have failed to reach the city in sufficient volume* Also the flight of 
local hoardings to surrounding areas will now come under CJdXAIIG 3 e purview* 

In spit© of this enlarged sphere, price stabilization is expected to 
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fRil in view of the email segment of tho total economy in whioh control 
measure* are oven remotely possible. 


. - ' ° ®igBi£icaat economic developments attributable 

fal1 of Hainan to the Communists have yet been observed, however*, 
repercussions are expected when the loss of this strategic city is fully 
realized,, The Shanghai foreign exchange black market is still confined 
to undercover dealings; meanwhile, the future stability of tho gold 
yuan rests almost entirely on the Governments ability to hold the line 
militarily,, Shanghai prices changed little during the past week due 
vO police measures which have resulted in ooopressing an already tight 
commodity market. The price freeze has retarded the flow of consumer 
goods and raw materials to the metropolitan urea while inflationary 
idle funds are beginning to accumulate. Farmers are generally unwilling 
to sell their goods at the low ceiling prices. However, prioes in 
uncontrolled cities continue to rise. 
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SIAM 

Hxlbul consoIldateBpoeltion . It le believed that Premier Phibul, by 
Implementing a program of cooperation with France, is endeavoring to strength- 
en hie political position by appealing to Siamese irredantiaa* (See General 
item). If Fbibol successfully engineers the return to Siam of the Lanchang 
area and is able to utilise effectively the recent weakening of his opposi- 
tion in Parliament, he can be considered firmly entrenched. Furthermore, the 
efficient suppression of an attempted coup d'etat cm 1 October is evidence 
of Phibul's ability to further consolidate his position. 

INDOCHINA 


French may launch fall offensive . Despite less favorable circumstances "A" 
the French appoar Vo be ^sparing for another military operation in Indochina 
similar to the ill-fated offensive of last October, Although replacements 
and reinforcements from France numbering in the "low thousands” are scheduled 
to arrive during the month, serious equipment deterioration and the low morale 
of French military personnel argue against any large scale or successful opera- 
tion. It is eocpected that the Viet Minh forces in the Tonkin area will be the 
main objective. The French consider the Viet T'inh lack of medical supplies 
and ammunition as Vulnerable weaknesses. However, the French recently have 
had serious supply and communication difficulties of their own, including the 
inability to supply a Frenoh garrison only ninety miles north of Hanoi, which 
has been at half strength because of casualties and tropical illnesses. Lack 
of success in this expected operation may result in a French dec ision to with- 
draw their forces to Cochinchina and Cambodia. 

US position on BCA aid for Indochina reiterated . In response to repeated "B" 
French r equeets fOT direct and - specific ’ScX’aid for Indochina, US Ambassador 
Caffery in Paris has recently reiterated the US position to French Foreign 
Office officials. The Us considers that substantial progress in the direction 
of encouraging nationalists in Vietnam to change their allegiance from the 
Viet Minh to a non-Communisrt side could be made through Assembly legislation 
or some other action which will permit a change in the status of Cochinchina 
and by negotiation of supplementary agreements envisaged in the 5 June Franc o- 
Vlefcnameae accord. The Ambassador again indicated the willingness of the US 
to approve publicly such steps after which assistance would be given to the 
French Government through SC A aid. In view of the unsettled domestic political 
situation in France, however, it is doubtful that any positive action will be 
taken in the near future which could solve the Indochina problem. 
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INDONESIA 

I ndonesian Republic succ e ssful In mlllv ,, — .. . 

By 27 September it speared that the Republic had beam. 

Mceeseftti in coping with the Communist insurrection (see map). However, 
on 30 Septeafcer troops of the Rejwblican Ansy (INI) tetook Tiadioen where 
12 davaTbefSe Communists led by Soviet-trained Itoeso had announced the 
formation of a Communist government. Following the fall of 
several soaOler cities in its vicinity the main Communist force3, cftiaiat- 
ing of about three battalions, are reported to have withdrawn to the mowi 
tefna southeast of Whdioen. Republican officials estimate ttet remits °* 
femes will be elimin ated in about two months. It ie expects, 
however! that extremists in the Republic will continue to take jdjentag of 
the serious internal economic difficulties increasingly aggravated by the 
WhS Scad© and the lack of communications between 

Republican areas. 

Annan tance of MS plan naves wav for resumption,^ negotiations. , Accept- "A" 
ance of the t»S delegation* sdraftT agreement on inSor^saa JjSl. 

or lands and Republican Governments paves the way for retuciptienofneg^ a- 
tions under the OH Good Offices Committee .(GOC). The Republic qualified Its 
SSStSJVsWttag that it reserved tha right to Wee ^ 
eourtra of dleoue stone on the ns paper whtoh it ray find desirable. The H^ih- 
, . •, maintained that the actual resumption of negotiations depends U P°® 

g? SttlSmt of tteS Cl) return of a Republican shrine in Batavia 

which tte Dutch confiscated in Augustj (2) iammity jjjjojw ■ 
of the Republican Delegation when in Netherlanda-cwitj^ned terr: i SS 1 Sf L 
consideration of an order by Netherlands Indies authorities that Republican 
officials arid their families leave Batavia* The Netherlands Government haa 
onofMinftftd that it will accept the DS proposals with the same reservations 
attached by the Republic to its acceptance, ^lth regard to^theabove. toe 
conditions stipulated by the Republic, the Netherlands has ^iodted t hat it 
will adopt as conciliatory an attitude as possible in 

Netherlands expects the Republic to assure full implementation or the January 
194 ^ truce agreement, including suppression of infiltration, sabotage, ©i r- 
rilla activities, and opium smuggling. 

It ie believed that each side has the ability to make the relatively simple 
f'fwoeaaiotie reauired by the other in Order to resume the negotiations* The 
Salor test will come in the actual negotiations where both the Hey^bli^nn 
andthe Dutch will be forced, if a compromise settlement is to be achieved 
under the GCC, to alter substantially the position taken by them for the 

past three years* 
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BUPUA 


•»B n 


Bu rman-Karen tension increases . Indreaaing tension between Karens 
and Burraana Has developed as areeult of the recent defection of Karen 
military nolle e elements in eastern Burma. Karen Isadora siaera, 
with a view towards a peaceful and democratic settlement or tbs Karon 
autonomy question, are reported attempting to restrain the more radical 
Karen elements but so far have not been entirely successful* Although no 
dashes between Karens and Government forces have yet been reported, Smith- 
Dun. the Karen commander of the Burmese Army, is reported to be less optimis- 
tic over the situation. A delicate political balance obtains at present in 
which Premier Thakin % cannot do without Smith-Dun and the Karens, This 
prevents Thakin Uu from making any compromise with the Communist.? to whom 
the Karens are unalterably opposed* Should a Burman-Karen showdown occur, 
it is likely that Smith-pun and other Karens in the army would resign and 
side with their own people* 

PHILIPPINES 

Adverse reaction expected to TTS d ecisio n .on . Phllipgln£jOoute . pep* n B" 
aider able adverse reaction can be expected in the Philippines when a US 
decision affecting the Philippine Scouts becomes public knowledge. Embassy 
’'anila has recently been instructed to deliver an aide memoir© to President 
ouirino stating that the US has decided, as a general rule, not to re-enllst 
alien members of the Philippine Scouts. (The Philippine Scouts are a univ 
of the US Army formed early in the century and consisting of Filipino en- 
listed men largely under US officers.) This decision was based on traditional 
ns policy not to utilize alien troops and became necessary because of the 
independent status of the Philippines. However, Scolts who enlisted in J;he 
orewar period and those who are American citizens will be given an opportunity 
to enlist in the Pegular ITS Army, Disbandment of the Scouts on a phased basis 
is expected to be completed by 30 September 19A9* 
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: mm mm 


Japanese) government efforts to amend existing oivil service legiela- 
tion to implement the limitation of trade union rights for government 
employees suggested in General Kac Arthur 1 a letter to Premier Ashida of 
22 July are approaching a climax* Governmsnt-OHQ , SCAT negotiations 
have elicited general cabinet understanding on the terms of the measure 
and an agreement for the convocation of the extraordinary Diet session 
to consider the proposed legislation commencing 11 October* Passage of 
tha bill in its present fora is assured unless (1) modifications are 
forced on SOAP and the Japanese Government by the US Government under 
pressure from other members of the Par Eastern Commission or (2) Diet 
deliberations produce changes acceptable to SOAP* 


SCAP°e interest in the passage of this legislation steins from his 
responsibility for the maintenance of peace and order in Japan and from 
hie desire to prevent stoppages in critical government services, parti cu- 
lary those of transportation and communication^ which have in the past 
and may in toe future threaten Japan 8 s economic recovery* 8trike bans 
have twice in the past been used to avert specific dangers* In sponsor* 
ing legislative rather than executive action SOAP concedes the chronic 
character of toe threat of labor unrast in Japan which can be expected 
to continue until toe conditions of economic stability are assured* 


to forwarding the revised National Public Service law draft which 
has his approval, toe Supremo Commander notes that following the Soviet 
attack on toe principles embodied in hid letter of July 22, ideological 
conflict has increased in Japan with manifest encouragement to local 
CommunistB. General N&cArthur believes that any public show of lack of 
support by the American Government would gr&vsly weaken the t?S position 
in Japan and throughout toe Far East and render his position extremely 
difficult if not untenable* 

to view of its promise to scrutinize Japanese legislation on this 
subject for coafoifusance with occupation objectives, the DS Government is 
confronted with issue of accepting the draft and defending it against 
attack in the FEC by rule of tot veto If necessary or of stipulating that 
changes be mad© with the risk of loss of face by SOAP* 

The draft bill 8 a terms with regard to the trade union rights of 
government employees represent an easing of the restrictions which have 
obtained under toe cabinet order* to contrast with the interim ordinance 
which blanketed all government employees with a prohibition of th© right 
to strike and to bargain collectively, the draft bill recognizes the 
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distinction, suggested in General MacArthnr*6 letter, between employment 
in government agencies (civil service) and in government-operated enter- 
prises » In pursuance of this distinction the draft revision provides for 
the establishment of public corporations for tbs government-operated rail- 
ways and for the tobacco and other monopolies* The bill would permit 
employees of these corporations to bargain collectively, and although main- 
taining the ban on the right to strike would provide arbitration machinery 
to hear disputes not settled by existing conciliation and mediation facil- 
ities* 

Nevertheless the draft revisions in the form approved by General 
HacArthur comprise a relatively conservative resolution of the points of 
issue in the ori ginal SCAP letter and the Cabinet order raised by the 
Soviet and British Commonwealth representatives in Tokyo and Washington 
and by opponents of the restriction in the Japanese Government. This 
draft is not mealy to satisfy ths demands of the Soviet Union which has 
demanded an FBQ directive recalling SCAP B s letter. As long as the pre- 
eminent position of the US in carrying out occupation alms in Japan is 
recognised Soviet disapproval need not compel revision of specific policy 
measures such as this. It remains to be seen, however, whether British 
C ommo nwealth representatives will consider that the bill's provisions 
provide adequate guarantees of trade union rights. UK, Australia, and 
New Zealand have no objection to the general denial Of the right to 
strike on the part of oivil servants. The draft provisions, however, 
fail to accord the following rights, to which the British Common- 
wealth countries have become accustomed by years of experience: the 
right of collective bargaining coupled with the right of appeal to arbi- 
tration for all regular civil servants and the exception of the employees 
of government-operated enterprises from no-strike legislation. Provision 
in the Mil of arbitral, procedure of the settlement of disputes arising 
with employees of this latter category, however, may be considered by the 
OK, at least, as an acceptable substitute in recognition of a pecularity 
(i.e. immaturity) lathe trade union situation in Japan. 

Nbethar the Japanese Socialist Party will accept the present draft 
depends on left-wing calculations of the political benefit of opposition 
status o Tho limitations embodied in the interim ordinance were a serious 
blow to their trado union supporters and greatly easbarrased the Socialists. 
Nevertheless, the Socialists have concentrated their efforts towards affect- 
ing modifications through democratic processes before the passage of perman- 
ent legislation. During the period of drafting Socialist ministers obtained 
Government agreement on the inclusion of principles similar to those raised 
in British Commonwealth representations. These principles wore not included 
in the drafts eminating from final conferences between the Japanese Govern- 
ment and SCAP. 
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It 16 reported that only consideration of the ponal provisions is delay- 
ing tha full Cabinet agreement expected before the measure is placed before 
the Diet, Socialist criticism of those provisions providing for criminal 
rather than administrative punishment for violations related to the present 
law partakes in part the nature of a delaying action. Socialist ministers 
in order avoid the onus of precipitating the fall of the cabinet by opposing 
the government *s endorsement of the SCAP-approved draft National Public 
Service law are awaiting (1) the outcome of the Shoiva Danko scandal which is 
threatening the life of the Cabinet; and (2) the development of US and FEG 
reaction to the draft. On the other hand, the Socialists because they (1) 
fear the levying of further restrictions on labor by conservative forces 
should the Socialists withdraw from the coalition; and (2) desire continued 
administrative power, are inclined to compromise. On the other hand, they 
stand to gain additional prestige in Japan if they succeed through inter- 
national pressure on SCAT in preserving for government employees the widest 
possible sphere of trade union rights. 
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